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TURKEY - KEY ECONOMIC INDICATORS 


All values in $US millions unless otherwise indicated. Average exchange rates: $US 
1.00 = Turkish Lira (TL) 17.77 ('77); = TL 24.04 ('78); for details for 1979 multiple 
exchange rates and 1980 exchange rate developments, see text. 


Income & Production 1977 1978 1979 % Chg 1978-79 


GNP at current prices®/ b/ 48,972 53,604 49,932 -6. 
GNP at constant ('68) prices— 22,561 23,229 23,275 +0. 
Agricultural (% GNP 21.4 21.0 21.5 +22 
Industry (% GNP 25.5 25.9 23.6 -8. 
Services (% GNP) 53.1 53.1 54.9 +3. 
Per Capita GNP Current Prices ($US) 1,162 1,241 1,218 -1. 


Money & Prices (End of Year) 


Money Supply, M, (TL Billions) 


Central Bank (short-term) Discount 
Rate, % 

Price Indices (1963 = 100) 
Wholesale 
Istanbul Consumer 
Ankara Consumer 


Balance of Payments & Trade 


Official Gold & Foreign Exchange 574 610 569 

Reserves c/ 
External Public Debt— 10,900 14,700 14,600 
Annual Debt Service 534 645 1,031 
Debt Service as % of Exports 30 28 46 
Trade Deficit 4,043 2,311 2,808 
Current Accouns, Deficit 3,385 1,418 1,186 
Basic Balance a/ -2,217 -386 -821 
Exports, FOB 1,753 2,288 2,261 

US Share 6.9 6.7 4.6 
Imports, CIF 5,796 4,599 5,069 

US Share 8.7 6.1 7.5 
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Major items in US-Turkish trade in 1978 (in $ millions): US exports--non-electrical 
machinery (60), fertilizer (48), coal (39), iron and steel (32), chemicals (20), 
electrical machinery (19); US imports--tobacco (102). 


Notes: a/ Exchange rate changes distort dollar denominated absolute and percentage 

changes from TL actuals; b/ $US 1.00 = TL 9.00; c/ disbursed debt only, at the end 

aah relict was an additional $US 2.5 billion in undisbursed debt; d/ net of 
relief 

Sources: Primarily Ministry of Finance, State Institute of Statistics, Central Bank, 

State Planning Office, and Ministry of Trade. 





ECONOMIC TRENDS REPORT 


SUMMARY 


After several years of rapidly rising rates of inflation, a slowdown in 

the rate of economic growth, and mounting balance of payments difficulties, 

on January 24, 1980, the Government of Turkey announced a major economic 
reform package intended to correct these problems and return the country 

to healthy economic growth. Emphasis has been placed on increased private 
sector participation in the economy and correspondingly less direct govern- 
ment control. The IMF and Turkey's major trading partners in the OECD have 
applauded the reform measures as necessary and appropriate, though a variety 
of observers believe they could be improved. At this early stage of implemen- 
tation, it is not possible to judge the eventual success of the package. 


In 1979, there was a slight increase in Turkey's deficit in merchandise trade. 
This was more than covered in the current account by a large increase in 
workers' remittances, thus reducing the current deficit to $1.18 billion from 
$1.42 billion in 1978. A decrease in the capital account surplus in 1979 
increased the basic balance deficit by $432 million to $818 million. In 1978 
and 1979 Turkey rescheduled a total of about $2.2 billion in official debt 
owed to OECD countries. A third rescheduling is expected this year. OECD 
members also pledged more than $900 million in credits as balance of payments 
assistance to Turkey in 1979 and an additional $1.2 billion in April this 
year. A one-year SDR 250 million IMF standby agreement was negotiated in 
mid-1979. It will probably be followed by another standby this year. 


A large devaluation of the Turkish lira (TL) in June last year and a 49 
percent devaluation against the U.S. dollar as well as other export promotion 
measures included in the January 1980 reform package should help Turkey's 
export performance. Record imports of over $1 billion in the first two 
months of 1980 should boost domestic production. 


In 1979 the rate of real growth in GNP continued the decline begun in 1976. 
At 0.2 percent, real 1979 economic growth was considerably less than Turkey's 
annual rate of population increase. Unemployment remained a serious problem, 
at a level of 20-25 percent of the domestic (non-military) labor force. 


Turkey's price indices registered a record rate of inflation in 1979. Following 
decontrol of most prices in January 1980, price indices registered record 
inflation rates in January and February. While the rate of price increase 
_in March remained high, it had begun to fall off from the records set in the 
first two months of the year. Major causes of the rapid 

rate of inflation Turkey has suffered over recent years include domestic 
demand pressures aggravated by inadequate foreign exchange resources to 
obtain imports, a rapidly expanding money supply, the financing of large 
public sector budget deficits by recourse to direct and indirect borrowing 
from the Central Bank, and possibly excessive increases in wage and fringe 
benefits granted in both the private and public sectors. 





ECONOMIC REFORM 


On January 24, 1980, the Demirel Government, which came into office the 
previous November, announced a package of wide-ranging economic measures 
constituting together a major reform of government economic policy. When 
completely implemented, and with additional complementary steps that are 
likely to be taken, there will be a major reorientation of the economy 
away from pervasive state intervention and direct participation towards a 
more Western-style free market system. 


IMPORTANT GOALS OF THE REFORM INCLUDE: 


reduction of the high rate of inflation that Turkey has experienced 
the past several years; 

correction of large and persistent balance of payments deficits; 

destruction of an extensive black market in goods and foreign currency; 

encouragement of foreign investment; 

elimination of shortages in consumer goods and industrial inputs; and, 

reversing the trend towards economic stagnation and resumption of 

economic growth. 


Specific measures that have been taken thus far to implement the reform 
program include: 


a 48.6 percent devaluation of the Turkish lira (against the American 
dollar), with continuing crossrate adjustment (during which the TL was 
devalued another 5.3 percent against the US dollar); 


a requirement that most state-owned and operated economic enterprises 
(SEE's), which account for almost half of industrial production, set 
prices for their goods and services to meet operating costs in lieu 
of reliance on massive government subsidies; 


liberalization of regulations governing private foreign exchange 
transactions; 


abolition of the agency which had controlled private sector prices; 


encouragement of private foreign and domestic investment; and, 


submission of a tax reform bill to the parliament to correct distortions 
in the country's tax structure due to inflation and to supplement other 
goals of the reform. 





NATIONAL INCOME 


In every year after 1975, the real economic growth rate of Turkey has 
declined, from eight percent in 1975 to 0.2 percent in 1979. In real terms, 
industrial production actually fell by four percent. Record imports of over 
$1 billion in the first two months of 1980 should help boost production and 
increase industrial capacity utilization. Imports of 1.5 million tons of 
desperately needed crude oi] in this period (the January-February 1979 level 
was 700,000 tons) is particularly significant in this regard. 


Fixed capital investment also declined last year. In real terms the decrease 

was nine percent. Only the mining (15.3%), energy (8.2%), and residential 
construction (8.6%) recorded real increases. Most important among the sectors 

in which investment declined were agriculture (30.4%) and manufacturing 

industry (13.4%). Correspondingly, public and private sector savings also 

decreased in real terms. Public savings fell 17.5% from 6.2% of GNP’ in 1978 

to 5.0% the following year. The fall in private savings was 1.8% from 12.1% to 11.4% 
of GNP. 1979 developments in investment and savings appear to reflect serious 
industrial capacity underutilization and fear of continuing inflation. 


During the past decade and a half, the contribution of agriculture to total 
GNP has fallen from about 38% to 21% in 1978; during the same period the share 
contributed by industry rose from 16% to 26%; and the contribution made by 
services increased from 46% to 53%. 


1979 was the fourth consecutive good year for Turkish agriculture. Favorable 
weather conditions in recent years combined with improving technology and 
wide-spread use of fertilizer and pesticides are largely responsible for this 
performance. The effects of a period of unfavorable weather early this year 

and severe flooding in some regions have yet to be determined. Though still 
subsidized, fertilizer prices to farmers have been increased many times over 
those of last year. Increased prices and supply shortfalls in early 1980 put 

a question mark over the amount of fertilizer that will be obtainable and 

used this year. All agricultural support prices (on 23 commodities) were 
raised to record levels last year. ‘Ihe effect of increasing support prices 

on production is questionable, however, as a season's support prices are 
declared after planting. With few exceptions, Turkey's manufacturing industry 
has been directed primarily to serve a highly protected and very profitable 
domestic market. This situation has come about from Turkey's longstanding 
commitment to a policy of import substituion. As a result, Turkey has a rela- 
tively closed economy, and Turkish exports were only four percent of GNP in 1979. 


Etatism has also been historically a salient feature of the Turkish economy. 
In recent years more than half of fixed capital investment has been undertaken 
by the public sector, and the country's Fourth Five Year Plan (1979-1983) 
calls for more than half of public sector investment to be made in directly 
productive enterprises, rather than infrastructure. Typically, more than 40% 
of national industrial production has been in the public sector. Continued 
commitment to the reform program initiated in January should gradually change 
this picture. 





LABOR AND EMPLOYMENT 


Turkey has a labor force of almost seventeen million, excluding workers 
employed abroad and those serving in the armed forces. By sectors, 60% of 
the non-military domestic labor force is now engaged in agriculture and 17% 
in industry. Approximately one million Turks are working abroad, for the 
most part in Western Europe. As demand for foreign labor has eased in 
Europe, increasing numbers of Turkish workers are being employed elsewhere 
abroad, notably in Saudi Arabia and Libya. In terms of the number of Turkish 
guest workers employed, Saudi Arabia has climbed to third place, following 
West Germany and France. 


With annual population growth in the neighborhood of 2.5%, as many as 800,000 
new workers may be entering the active labor force annually. Effective 
unemployment has been unofficially estimated at 20% or more. Nonetheless, 
unionized labor has succeeded in obtaining wage and fringe benefit increases 
during the recent years of high inflation that may have maintained or even 
increased real income. New contracts to cover some 700,000 workers in the 
SEE's alone this year will have an important effect on Turkey's fight against 
inflation. Civil servants have fared less well, and nominal increases in 
their compensation have not kept pace with inflation. 


INFLATION 


The decade of the seventies has been a period of rising inflation in Turkey. 

At about seven percent in 1970, the rate of increase in prices had accelerated 
to 15-20 percent by 1975-76. In 1978 inflation approached 60%, and last year 
the Ankara Consumer Price Index increased by 72%, that for Istanbul grew by 82%, 
the (national) Wholesale Price Index went up by 81%. In February, new monthly 
records were set yet again as the price indices more fully reflected the 
effects of price decontrol. The range of price increases in that month was 
from 13.0 (the Ankara Consumer Price Index) to 29.3% (the Wholesale Price 
Index). Prices showed some sign of stabilization in March, with increases of 
3.8% (Istanbul consumer prices) to 12.2% (Ankara consumer prices). In March 
and April, it appears that some prices, notably in construction materials and 
consumer durables, may actually have fallen. 


Major causal factors contributing to inflation in recent years have been 
rapidly growing money supply, a continuing high level of domestic demand 
aggravated by foreign exchange constraints that have suppressed import 
demand, persistent financing of large public sector deficits through Central 
Bank loans, and possibly wage settlements that may have been excessive in 
terms of the country's need to contain inflation. 


%M, has increased by less than three percent through the first quarter of 1980 

ad the government has pursued a tight money policy. Although removal of price 
controls in January caused an immediate large jump in prices, the government 

expects that by allowing prices to be set by market forces, the market will 


*M, (money in circulation plus checking account deposits) 





respond with supply increases and the role of the black market in commodities 
will be reduced. Thus, despite the initial price increase, the ultimate 
effect of removing price controls is to be deflationary. A council has been 
created within the Prime Ministry to review the terms of collective bargaining 
agreements in an effort to avoid inflationary wage settlements, and in the 
(unlikely) event that the government can confine 1980 expenditures to those 
legislated in the year's budget, the central government budget will be 
contractionary in 1980. Particularly important in this regard will be 

success in the government's new policy of not financing operating losses 
incurred by SEE's. 


PUBLIC FINANCE 


A major cause of the inflationary pressure in Turkey has been the financing 
of large public sector deficits by direct and indirect borrowing from the 
Central Bank. The Bank has historically acted as an agency of the Ministry 
of Finance rather than an autonomous institution. The central government 
budgeted a total of almost seven billion in 1975 (1% of GNP) to 
TL 65 billion in 1979 (3% of GNP), according to preliminary data. The 
increased deficit has been caused largely by growing transfers from the 
budget to SEE's, increased agricultural support prices, and increases in 
government personnel expenditures. Budget expenditures as a percentage of 
GNP reached a recent high of 29% in 1977, decreasing to 25% in 1979. 


According to the legislated 1980 budget (the fiscal year runs from March 1 

through the last day of February of the following year), total expenditures 

are to rise 38% in nominal terms to TL 739 billion. Given the present rate 

of inflation, the 1980 budget is contractionary. However, in the past two 

years, actual government expenditures have exceeded those originally 
legislated by about 70% each year. 


Internal public debt stood at TL 66.5 billion at the end of 1975. It rose 
to TL 178.7 billion by the end of 1978 and increased 42% last year, to 
TL 253.8 billion. 


The Turkish government submitted a tax reform bill to the parliament early 
in 1980, where it has remained under discussion in committee. If the bill 
is passed into legislation, an issue that is doubtful, it will represent 

the first major adjustment in taxation in Turkey in 20 years. The tax bill 
is not a revenue measure: as submitted to the legislature, gains and losses 
to the treasury in 1980 due to changes in tax laws would exactly balance 
each other. The bill is intended to remove distortions in the country's tax 
structure due to a decade of inflation and to complement the economic reform 
package announced in January. Thus, for example, export and investment 
incentives are written into the bill. The bill also provides for a turnover 
tax as a precursor to introduction of a value added tax. 





MONEY AND CREDIT 


Largely because of Central Bank financing of the residual needs of the 
public sector, the money supply (M,) expanded by 37% in 1978 and another 
54% through the end of 1979. By ehforcing an anti-inflation tight money 


policy, M, increased less than three percent through the first quarter of 
1980. M, stood at TL 460 billion at the end of March. 


The formulation of money and credit policy rests largely with the Ministry 

of Finance, which exerts direct control over the Central Bank and is granted 

a major share of Central Bank credit. At the end of 1979, short-term advances 

from the Bank to the Ministry were 23% of total Central Bank credit, In all, direct 
Bank credit to the public sector accounted for almost 70% of the total outstanding. 
Total Central Bank credit has risen 17,5% to TL 449 billion, with a reduction in 
the sector share to 63%. 


Excluding the Central Bank, outstanding bank credit increased 55% during 1979 
to TL 456 billion. The sectoral distribution of bank credit has not changed 
much in the past five years: industry has received about 25%, construction 
seven percent, and trade about 30%. 


Commercial bank lending rates were increased between two and five percent to 
14 to 22% in February 1980. Shortly afterwards, the Central Bank short-term 
discount rate was increased from 10.75% to 14.0% and the medium-term rate 
from 14.0% to 15.0%. 


With the high rate of inflation in Turkey, the real interest rate remains 
greatly negative. Further interest rate increases are expected. 


EXCHANGE RATE REGIME 


In March 1978 the TL was devalued from TL 19.25 = $1.00 to TL 25 = $1.00. 

In April 1979 the TL was again devalued, to TL 26.50 = $1.00, with a premium 
rate of TL 47.1 = $1.00 applied to tourism income and workers' remittances. 
The remittance premium was subject to gradual reduction over a three-month 
period; the declining premium is largely credited as the cause of a very 
large May 1979 remittance volume, which at $639 million was 38% of the year's 
record total. In connection with negotiations for a 1979 standby agreement 
with the IMF, an exchange rate of TL 47.1 = $1.00 was put into effect on 
June 11 for all international transactions except petroleum imports, imports 
of fertilizers and their raw materials, and exports of agricultural products 
subject to government price support (i.e., virtually all agricultural exports 
except fresh fruits and vegetables). A rate of TL 35 = $1.00 was set for 
these categories. 


On January 25, 1980 in conjunction with the government's economic reform 
package, the TL was devalued 48.6% against the dollar, to TL 70 = $1.00. 
Corresponding exchange rate changes were made in 15 other currencies for 
which the Central Bank quotes official prices. Since then there have been 
several technical crossrate adjustments to keep the official value of the 

TL within two percent of its value on international markets. In the April 2 
a the TL was devalued 5.3% against the American dollar to TL 73.7 = 

.00. 
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Also in late January, the multi-tiered exchange rate system for agricultural 
exports was abolished, though a concessional rate has been maintained on 
fertilizers, pesticides and their inputs. In its place, a Price Support 

and Stabilization Fund was created. For most agricultural commodities a 
local currency deposit per kilo exported must be made into the Fund. The 
rate of the deposit varies by commodity and the grade of product. The purposes 
of the Fund are to aid agriculture by promoting exports, stabilizing prices, 
and providing a fund for agricultural subsidies. | However, taken together 
with the costs of transportation, the deposit rates on wheat and cotton 

have thus far been so high as to make the effective return to a prospective 
exporter higher in the domestic than in the international market. Wheat and 
or exports have consequently dropped drastically in the first two months 
of 1980. 


BALANCE OF PAYMENTS 


Turkey's 1979 trade deficit increased 22% over 1978, to $2.8 billion, though 
the defict was smaller than any from 1975-77. The relative increase in the 
deficit was primarily due to a low level of imports in 1978, reflecting 
foreign exchange constraints. At $5.6 billion, 1978 imports were at their 
lowest level in the 1975-79 period. While the value of exports also decreased 
Slightly in 1979, it was at the second highest level attained in that five-year 
period. If the TL is maintained at a competitive exchange rate, and prohibitive 
trade barriers are not imposed, industrial and perhaps mining exports should 
continue to grow. They were up respectively 26%, to $785 million, and seven 
percent, to $132 million, in 1979. The outlook for agricultural exports in 
1980 is mixed. Previously noted weather and fertilizer problems may reduce 
production and thus exportable surpluses. On the other hand, reduction of the 
Price Support and Stabilization Fund deposit rates for wheat and cotton, or 
alternatively sufficient increases in world prices, could result in the export 
of presently held stocks. After years of foreign exchange shortages, import 
demand is high, and the 1980 import volume is likely to be limited simply by 
cash and credit available to pay for import transactions. The cost of Turkey's 
1980 requirements for imported crude oil and petroleum products is likely to 
exceed the government's current target of $3 billion in commodity exports. 


Turkey conducts about 40% of its trade with the EEC. Now an Associate Member 
of the Community, Turkey has announced its intention to apply for full 
membership before the end of this year. In 1979, the United States ranked 
fourth, after West Germany, Iraq, and Italy, among Turkey's major trading 
partners. 


Workers remittances' in 1979 soared to a record $1.7 billion following three 
years at a constant $983 million annually. 1980 first quarter remittances 

are well above their level of last year, but because their flow is subject 

to a variety of influences that are not well understood, a reliable projection 
for the year cannot be made. 


Turkey's great tourism potential is as well known as the current state of 
underdevelopment of the industry. Net (officially recorded) tourism 
transactions were actually negative in 1976 and 1977. In 1979 net recorded 





income from this source was $186 million. 1980 is not likely to show much, 
if any, improvement. 


Turkey has had a current account deficit in each of the past 20 years with 
the exception of 1973, when there was a surplus of almost half a billion 
dollars. At $1.2 billion (after debt relief), the 1979 current account 
deficit was the lowest since 1974. 


Recent deficits on the current account had been financed by convertible 
Turkish lira deposits (i.e., volatile short-term Eurocurrency commercial 

bank deposits in Turkey), suppliers’ credits, and concessional official 
loans. As Turkey's international payments arrearages began to grow in 

the mid-seventies, financing from the first two of these sources became more 
difficult to obtain and finally dried up almost entirely. By means of agree- 
ments signed in 1978 and 1979, Turkey rescheduled official and officially 
guaranteed debts of about $2.2 billion owed to seventeen OECD countries. A 
third such debt rescheduling is to be discussed in mid-1980. 


In 1979 the OECD members pledged more than $900 million to Turkey in grants 
and credits as balance of payments assistance. In April 1980 these same 
countries pledged an additional $1.2 billion. It is expected that the terms 
of the new pledges will be more favorable to Turkey than those of last year's 
commitments. In addition, Saudi Arabia has offered $250 million in balance 
of payments loans this year. 


In 1978, Turkey and the IMF agreed to a two-year 300 million standby. 
Turkey had difficulty living up to the terms of that agreement, and in 1979 
the Turkish Government requested and obtained a replacement agreement for a 
period of one year at SDR 250 million. This second agreement will expire 
in mid-1980, and negotiations are underway for a third standby. 


Private foreign investment capital coming into Turkey has increased in each 
of the past four years, but was still only $86 million in 1979. Measures 
taken as part of the January economic reforms, particularly with regard to 
oil exploration and production, to encourage a greater influx of private 
foreign investment may prove successful, but probably not in the short run. 


EXTERNAL DEBT 


Turkey's total disbursed external debt more than quadrupled from $3.3 billion 
to $14.7 billion between December 1974 and December 1978. Last year, external 
debt decreased slightly. The rapid build-up of debt reflected Turkey's large 
current account deficits during that period and the government's decision to 
finance these deficits through short-term borrowing. From 1977 through 1979, 
the composition of external debt shifted so that medium and long term debt 
i.e., obligations of three or more years duration) represented 70% of the 
total at the end of that period compared to 44% at the beginning. 
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Following the 1979 debt rescheduling agreement with OECD creditor countries, 

Turkey reached agreement with about 230 commercial banks on rescheduling more 
than $2.2 billion in convertible TL deposits and about $700 million in other 
commercial bank debt. In January, Turkey announced a plan to settle about 

$2 billion in unguaranteed commercial arrearages, representing some 100,000 
transactions with some 25,000 individual creditors. Following widespread 

creditor dissatisfaction with the terms of this plan, it is expected that the 
Turkish Government will announce revisions in the near future. 


IMPLICATIONS FOR AMERICAN BUSINESS - ECONOMIC TRENDS 
EXPORT PICTURE 


The American share of the Turkish market has once again taken a downturn 
after a notable recovery during the first nine months of 1979. This can be 
attributed to two major factors; first, the sharp increase in the price of 
petroleum products which has significantly raised the share of the market 
going to oil] exporting countries, and second the continuing credit problem 
for American exporters. For obvious reasons our commercial effort can have 
little impact on the escalating share of the market going to oil exporters. 
However, it can influence the credit situation. 


CREDIT PROBLEM 


As we have reported several times in the past, our major competitors for 

sales of capital and intermediate goods to Turkey continue to enjoy export 
credit support from their governments while American firms are denied similar 
support. The effect of this credit situation can be readily detected in the 
trend of Turkey's imports following implementation of the 1979 urgent OECD 
assistance program for Turkey. Our major competitor nations in the OECD tied 
their assistance to the purchase of their own products. The U.S. assistance 
was not linked to the import of American goods. During the first three 
quarters of 1979 our share of the market regained its historical level. 

However, as the OECD loans came into effect toward the end of the year and 

the first part of 1980 our market share dropped back to where it was in 1978 
when American exporters, unsupported by government export credits or guarantees, 
had to face Western European suppliers backed by their governments' export 
guarantee programs. It was hoped that the U.S. offer of $50 million in Eximbank 
loans as part of our 1979 OECD pledge would at least partially offset this 
competitive disadvantage. Unfortunately, to date none of this Exim offer has 
been utilized mainly because Turkey is in arrears on payments of rescheduled 
Exim debts. 


New prospects for solving the problem are contained in an additional offer of 
Exim export credit guarantees and a change in the conditions for disbursement 
of the financing. Under the 1980 OECD assistance package for Turkey, the U.S. 
has offered $95 million in Exim credit guarantees. However, the arrearages 
problem must be resolved before either the $50 million or the $95 million can 
be utilized. Once this problem is resolved $145 million worth of Exim support 
for American exports could be available in 1980. 





PAYMENTS SITUATION 


Equally, if not more important than the credit situation is the outlook 

for assured payment for goods shipped to Turkey. Many firms have voiced 
varying levels of protest about the scheme adopted by the Turkish Government 
to settle non-guaranteed commercial arrears (See Business America of 

March 6, 1980). Major complaints are that the repayment period is too long-- 
10 years, the interest is not high enough--maximum of seven percent, and 
there is no Turkish Government guarantee that even if a creditor accepts the 
settlement plan he will be paid on schedule. The government has altered 

some parts of the scheme and several additional refinements are expected. 
However, modifications so far have not significantly altered the plan. 


For the immediate future continued balance of payments problems in the first 
part of 1980 urge continued caution on the part of American vendors to the 
market. To avoid incurring new arrears we continue to recommend that American 
suppliers insist on one of the following assured methods of being paid for 
their exports: 


-- Confirmed letter of credit. Such instruments either issued by the 
Ministry of Finance through the Central Bank or a Turkish commercial bank 
are being paid in a timely fashion. 


-- Acceptance credits, an assured method of payment for a wide range of 
priority imports. 


-- Sales to Turkish exporters. Turkish exporters are allowed use of their 
own foreign exchange earnings to pay for imports, and at this time this form 
of payment covers the major portion of imports by the private sector. 


-- World Bank and other foreign loans. Projects being financed by the 
World Bank, other international organizations, and foreign countries offer 
assured payment, although funding by foreign countries is usually reserved 
for imports from the lending country. 


By following these guidelines the American exporter can expect to continue 
to do good business in Turkey on a solvent basis. 


MAJOR TRADE OPPORTUNITIES 


Government tenders offer the major opportunities for exporters to the Turkish 
market. The Commerce Department's TOPS program brings news of these tenders 

to the attention of subscribers as soon as*they are published by the Turkish 

Government. Several of the more important long-term tenders submitted under 

the TOPS program in the last six months were: 
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Karakaya Dam and Hydroelectric Power Project: 


The World Bank and the European Investment Bank have agreed to extend 

a credit of $200 million to cover the procurement of turbines and generators 
and electrical equipment. The procurement agency for this project is: 

DSI Genel Mudurlugu, Barajlar ve Hidroelektrik Santrallar Dairesi Baskanligi, 
Ankara, Turkey; Telex: 42305 DSIM-TR. 


West Raman 0i1 Recovery Project: 


This project is for crude oi] production and will be financed by the 

World Bank under a $65 million credit. Oi1 and gas field equipment will be 
procured. The procurement agency is: TPAO - Turkish Petroleum Administration 
(address: Mudafaa Caddesi 22, Ankara, Turkey); Telex: 42426 TAPO-TR. 


Ports Rehabilitation Project: 


The project calls for procurement of harbor equipment (different sizes 

and quantities of cranes and fork-lifts) being financed by a $75 million 
World Bank credit. The procurement agency is: Devlet Demiryollari Isletmesi 
Genel Mudurlugu, Limanlar Dairesi Baskanligi, Ankara, Turkey. 


Ankara Air Pollution Control Project: 


The project calls for procurement of equipmement of several different 
types, mainly guages and measuring instruments. It will be financed by a 
World Bank Loan. The procurement agency is: Basbakanlik Cevre Mustesarligi 
(address: Karanfil Sokak 8, Ankara, Turkey). 


Textile Sector: 


A World Bank credit of $80 million is ready for disbursement to procure 
textile machinery. Two Turkish banks will administer the credit jointly. 
Interested U.S. suppliers may contact these two banks. Contacts are: 


A) Turkish Industrial Investment and Credit Bank 
Barbaros Bulvari 4-43, Besiktas, Istanbul 
Telex: 26263 SYKB---Attention: Dogan Yalim 


B) Turkish Industrial Development Bank 
P.0. Box 59, Findikli, Istanbul, Turkey 
Telex: 22720 TSKB-TR---Attention: Aykut Usman 


Ataturk Dam and Hydroelectric Power Plant 


Interested foreign firms have already been invited to prequalify by 

June 16, 1980 for turn-key construction of the project. The project will 
also include the procurement and assembly work of machinery and equipment. 
The foreign exchange portion of the project is estimated to be around $800 





million. The procurement agency is: DSI Genel Mudurlugu, Barajlar ve 
Hidroelektrik Santrallar Dairesi Baskanligi, Ankara, Turkey. 
Telex: 42305 DSIM-TR. 


IVth Sivas Iron and Steel Project: 


The feasibility study of the project has been completed. The buyer will 

soon call for bids on engineering services for the first stage of the 

project which is estimated to cost around $350 million. The procurement 
agency is seeking a credit arrangement to cover the foreign exchange require- 
ment of the project. The buyer is: Turkiye Demire ve Celik Isletmeleri, 
Sivas Demir - Celik Grup Baskanligi (address: Buklum Sokak 22/16, K. Esat, 
Ankara, Turkey. Telex: 43174 TDC-TR). 


Central Anatolian Refinery Project: 


Although the project is being financed by a Romanian credit of $180 million, 

and additional $40 to $50 million worth of sophisticated equipment such as 
furnace elements, steam turbines, electrical and laboratory equipment will 

be purchased. The procurement agency is: TPAO - Turkish Petroleum Administration 
(address: Mudafaa Caddesi 22, Ankara, Turkey); telex: 42426 TAPO-TR. 


Cigarette Factory: 


The project calls for procurement of machinery and equipment for a complete 
cigarette factory capable of producing annually a total of five billion 
cigarettes. Financing of this project will be made through Turkish 

tobacco production. The procurement agency is: Tekel Genel Mudurlugu, 
Merkez Satinalma Komisyonu Baskanligi, Cibali, Istanbul, Turkey. 


Fertilizers: 


A minimum of 90,000 tons of fertilizers for fall planting will be purchased. 
Additional orders will be made with suppliers selected for the first phase 
of the project. The procurement agency is: Zirai Donatim Kurumu Genel 
Mudurlugu, Ankara, Turkey. Telex: 42235. 


RDP Program: 


Our long-term trade prospects continue to be developed through the Agency 

for International Development's (AID) Reimbursable Development Program (RDP). 
Implementation of an RDP grant of $250,000 for a feasibility study of a 

Planned train tunnel under the Bosphorous is progressing very well. Seven 
consortia of American and Turkish firms have been prequalified for the project, 
and it is certain that a first-class American engineering team will be planning 
and designing thig multimillion dollar project. Besides engineering services 
the project promises to yield opportunities for sales of American steel, 
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construction equipment, ventilation equipment, and electrical signal 
equipment. Interest in the project has been heightened by the recent 
award by the Supreme Commission of the Hejaz Railway of a contract for the 
design of a new standard gaugerailway to replace the one from Damascus 

to Saudi Arabia destroyed during the First World War. With a restored 
Hejaz Railway, the Bosphorous crossing would be the only remaining barrier 
to a through railway service from Europe to the Middle East. 


Work is also going well on the second major feasibility study being 
financed by an RDP grant. Seven American engineering firms have been 
prequalified to conduct the $400,000 feasibility study of the new pulp and 
paper plant to be built by the state-owned paper company SEKA with an $80 
million loan from the World Bank. The streng interest shown by the American 
firms insures that a top-flight American engineering organization will be 
laying the groundwork for this major project. Besides engineering services 
the project will generate demand for American pulp and papermaking 
equipment, and the corollary forestry industry will require new equipment 
for harvesting raw material. 


A new RDP effort is aimed at development of a major new copper mine. A 
team of U.S. Government technicians will be sent by RDP to survey the mine. 
Based on the team's findings, RDP will decide whether to provide further 
input into the mine's development. Getting in on the ground floor of this 
project will open the door to major opportunities for American investors, 
engineering concerns, and exporters of mining equipment. 


Additional information on these AID/RDP sponsored projects may be 
obtained from: 


Agency for International Development 
Reimbursable Development Program 
Washington, D.C. 20523 


Izmir International Fair: 


The focus of our trade promotion activities for 1980 is the United States 
Pavillion at the 1980 Izmir International Fair. Our first exhibition at 

the Fair after an absence of six years will offer the products of over 50 
American firms. Plans for the in-country recruited exhibit are going ahead 
smoothly, and we expect it to be a major stimulus to renewing Turkish interest 
in American products. 


The American Pavillion will feature computer technology, with six firms 
demonstrating their systems and equipment. This continues to be an 
excellent market in the computer-starved Turkish economy and we are 
particularly fortunate to have these high technology products setting the 
pace for the exhibition. Other categories of goods to be exhibited are: 
heavy construction equipment, fork lifts, gasoline and diesel engines, 
generator sets, pumps and compressors, machine tools, hand tools, laboratory 
equipment, electronic measuring instruments and office machinery. 
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